PROTECTION OF COMPUTERS AND COMPUTER
SOFTWARE BEFORE THE UNITED STATES INTERNATIONAL TRADE COMMISSION: In Re Certain Personal Computers And Components Thereof
I.

INTRODUCTION

As sales of personal computers and computer software by the
United States computer industry have risen,1 so too has the incidence of importation to the United States of computer "lookalikes," or counterfeit copies by foreign manufacturers of computers produced by United States manufacturers.2 Apple Computer, Inc.,3 is a paradigm of both the exponential growth of the
United States personal computer industry 4 and the intense
problems posed by foreign-built look-alikes.5
Counterfeit Apple computers shipped into the United States
caused great concern in that they were exact copies of the original,
including an identically copied electronic printed circuit board,

Personal computer sales will reach an estimated $15 billion by 1987, with software sales
increasing to $4.8 billion. Getting Tough on Software Theft, Bus. WK., May 31, 1982, at 2829.
A United States International Trade Commission survey showed that during 1982,
United States industries lost approximately $8 billion in sales due to infringing imports.
This figure represents an increase of 57.3% in lost domestic sales and a 14.3% increase in
lost export sales since 1980. UNITED STATES INTERNATIONAL TRADE COMMISSION, THE EFFECTS
OF FOREIGN PRODUCT COUNTERFEITING ON U.S. INDUSTRY: FINAL REPORT ON INVESTIGATION
No. 332-158 UNDER SECTION 332(B) OF THE TARIFF ACT OF 1930, I.T.C. Pun. No. 1479, at 24
(Jan. 1984).
' Apple Computer, Inc., was founded in 1976 by two Californians, Steve Jobs and Steve
Wozniak. The company was started with the purpose of developing a personal computer
that could be operated without extensive training and purchased at an affordable price.
Unfair Foreign Trade Practice:Hearings Before the Subcomm. on Oversight and Investigations of the House Comm. on Energy and Commerce, Part I, 98th Cong., 1st Sess. 160
(1983) (statement of Albert Eisenstat, Vice President, Secretary and General Counsel, Apple
Computer, Inc.) [hereinafter cited as Unfair Trade Hearings I].
' Sales of the Apple II personal computer rose from $2.7 million in 1977 to $200 million in
1980. In 1982, Apple held 23% of the $2.2 billion worldwide market in personal computers.
The Seeds of Success, TIME, Feb. 15, 1982, at 40, 41. Worldwide sales of the Apple II had
exceeded one million units by 1983, and over 15,000 programs had been written for the
Apple II. Unfair Trade Hearings I, supra note 3, at 160.
* By 1983, Apple Computer, Inc. had initiated almost 40 lawsuits in United States district
courts and in numerous foreign countries to combat the increasing number of counterfeit
Apple computers and computer software entering the United States market. Unfair Trade
Hearings I, supra note 3, at 161.
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Apple software, and even a look-alike case.' As Apple turned to the
United States Customs Service to enforce its copyrights and trademarks, 7 however, foreign manufacturers and distributors copying
Apple computers developed more sophisticated schemes to evade
Customs regulations. Such schemes included rendering some computers inoperative to avoid testing by Customs, altering case designs to prevent easy visual detection of infringing computers, and
in one known case, installing a separate minicomputer program to
scramble the pirated Apple program in a deliberate effort to make
it appear that the imported computers did not contain Apple's
software.' These well-developed schemes for importation of counterfeit computers suggest the high degree of commitment foreign
manufacturers have to continued infiltration of the United States
market. The effects of unrestrained importation of foreign lookalikes on the United States computer industry are the loss of billions of dollars in sales in the United States domestic market, loss
of consumer goodwill,9 loss of untold numbers of American jobs,
inability of American business to compete fairly and effectively in
both domestic and international markets, 10 and potentially, a disincentive to United States industries for further research and development because of lack of capital and increased costs relating to
the prevention, detection, and prosecution of infringing imported
computers."
In a further attempt to attack the influx of computer look-alikes,
Apple Computer, Inc., filed a complaint in January 1983 with the
United States International Trade Commission (ITC) under sec-

Id.
Id. at 162.

8 Id.
9 Counterfeit computers are typically substandard and their failure to perform not only
damages the reputation of United States computer manufacturers, but also poses dangers to
the health of consumers. STAFF OF THE SUBCOMM. ON OVERSIGHT AND INVESTIGATION OF HOUSE
COMM. ON ENERGY AND COMMERCE, 98TH CONG., 2D SESS., UNFAIR FOREIGN TRADE PRACTICES STEALING AMERICAN INTELLECTUAL PROPERTY: IMITATION Is NoT FLATTERY 4 (Comm. Print

1984) [hereinafter cited as Comm. Print].
1o A computer program can take years of development time and as much as $100 million
dollars to develop, yet can often be copied and put into a computer with a device that costs
as little as $150 (or can be rented for just a few dollars) in a matter of minutes, with no
investment risk to the copier. Unfair Trade Hearings I, supra note 3, at 220 (testimony of
Gary A. Hecker, Esq., of Blakely, Sokoloff, Taylor & Zafman). The "Lisa" product, introduced by Apple in 1983, took more than $50 million to develop, with the bulk of development going to software. Id. at 162.
" Unfair Trade Hearings I, supra note 3, at 161.
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tion 337 of the Tariff Act of 1930,"2 alleging patent and copyright
infringement and misappropriation of trade dress of Apple's personal computers - the Apple II, II, Ie and 111.13 On March 9,
1984, the ITC issued a general exclusion order prohibiting entry of
all infringing microcomputers into the United States. 4 The Commission's order constituted a broad legal barrier to foreign computer manufacturers and exemplified the potential effectiveness of
this underutilized method for protecting computers and computer
software from unfair foreign competition.
After stating the basis of Apple's complaint and the existing case
law at the time of the ITC investigation, this Note will analyze the
Commission's investigation, placing particular emphasis on the evidence used by Apple to prove its claim of patent and copyright
infringement. Finally, this Note will discuss the practical effects
and limitations of the Commission's general exclusion order. This
Note takes the position that ITC investigations, similar to all other
legal methods of protecting computers and computer software, are
not well-suited to combat the pervasive problem of foreign counterfeits. Several recent complainants, after having completed full
Commission investigations, have recommended modifications in
ITC procedures and the scope of available remedies. These recommendations have been brought to the attention of the United
States Congress. Improvements to the Tariff Act of 1930, in the
form of legislative amendments, should be made so that the ITC
can be a more effective tool for the United States computer
industry.
II.

BACKGROUND

The "Apple II" computer, completed in September 1976, was an
improved version of the "Apple I" computer that gave birth to Ap-

19 U.S.C. § 1337(a) (1982). The Tariff Act of 1930, as amended, states that:
Unfair methods of competition and unfair acts in the importation of articles
into the United States, or in their sale by the owner, importer, consignee, or agent
of either, the effect or tendency of which is to destroy or substantially injure an
industry, efficiently and economically operated, in the United States, or to prevent
the establishment of such an industry, or to restrain or monopolize trade and commerce in the United States, are declared unlawful, and when found by the Commission to exist shall be dealt with, in addition to any other provisions of law, as
provided in this section.

Id.
"8In re Certain Personal Computers and Components Thereof, Inv. No. 337-TA-140, 6
INT'L TRADE REP. Dec. (BNA) 1140, 1141 (1984).

" Id. at 1155.
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ple Computer, Inc. The Apple II model that is the subject of Apple's ITC investigation was first sold to the public during the period of June-July 1977.1" Apple introduced the Apple II, Ile and
Apple III computers between 1977 and January 1983.16 The electronic circuitry employed in the Apple II series and Apple III computers is covered by U.S. Patent No. 4,136,35917 and U.S. Patent
No. 4,278,972,1s both of which were assigned to Apple Computer,
Inc.19 Apple also has registered copyrights for its software programs,"0 which are stored in the "read only memory" (ROM) 2'

"

Wilson, Litigation of Intellectual Property Cases at the ITC, 1 SOFTWARE

PROTECTION

AND MARKETING: COMPUTER PROGRAMS AND DATA BASES; VIDEO GAMES AND MOTION PICTURES

305, 417-18 (1983).
1" Id. at 389-90.
17 United States Patent No. 4,136,359, entitled "Microcomputer
For Use With Video Display," was issued on Jan. 23, 1979. The invention can be summarized as follows:
[A] circuit which allows better interfacing between a computer and an ordinary
television receiver or monitor. In particular, it allows a single crystal to be used for
providing a color reference signal and then uniquely "counts," using this signal as
a basis for allowing another important signal to be generated for the television or
monitor. This unique "counting" arrangement permits color signals to be easily
programmed. The result is a better defined picture (e.g., with the picture image
having sharp edges), particularly color, at a relatively low cost.
Id. at 395-96.
8 United States Patent No. 4,278,972, entitled "Digitally-Controlled Color Signal Generation Means For Use With Display," was issued on July 14, 1981. The invention can be summarized as follows:
[A]n electrical circuit means for the generation of color signals which can be
displayed on an ordinary color television set, or on a color monitor used with a
computer. The circuit provides a very inexpensive means for taking digital information from the computer and changing it to analog form useable by the television set or color monitor.
Id. at 396-97.
I d. at 397.
"0The complainant's copyrights were:
Registration No. TX 873-203 - "Autostart ROM" computer program:
The copyrighted work is an operating system program used every time the computer is used. The program is written in machine language and permanently
stored in read only memory (ROM).
Registration No. TX 809-449 - "Apple II System Monitor" program:
The copyrighted work is an operating system program upon which the Autostart
ROM program was based.
Registration No. TX 886-569 - "Applesoft" computer program:
The copyrighted work is an interpreter program that translates high level language BASIC to machine language which the computer can understand. The program is stored on five (5) ROM chips.
In re Certain Personal Computers, 6 INT'L TRADE REP. Dec. (BNA) at 1143-46.
2 The ROM is an internal permanent memory device consisting of a semi-conductor
"chip" which is incorporated into the circuitry of the computer. A program in object code is
embedded on a ROM before it is incorporated in the computer. Information stored on a
ROM can only be read, not erased or rewritten. Apple Computer, Inc. v. Franklin Computer
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chips of the Apple II series and Apple III computers. 22
As early as 1980, counterfeit copies of the Apple II personal
computer began appearing in Asia.2 3 Apple took no action initially,
in that "the insidious nature of the problem" was not recognized."
In March 1982, the first counterfeits began arriving in the United
States.2 5 Direct importation of the Apple look-alikes to the United
States prompted Apple to seek protection of its copyrights and
trademarks through the United States Customs Service.2'6 Apple
filed civil actions in United States federal district court 27 and initiated lawsuits in Hong Kong, Taiwan, New Zealand, Australia, The
Netherlands, Switzerland, South Africa, Italy, and West Germany
on issues of patent and copyright infringement relating to the Apple II computer.2 8
Apple filed a complaint with the ITC in January 1983 seeking a
general exclusion order prohibiting the importation to the United
States of all computers infringing Apple's patents and copyrights. 9
The Commission had previously faced the issue of copyright infringement in the related area of video games in In re Certain
Coin-Operated Audio-Visual Games,30 holding that the attract
mode s and the first moments of the play mode32 of video games
were copyrightable subject matter which had been infringed.3 3 In
re Certain Personal Computers brought before the ITC the issues
of direct and contributory infringement of both patents and copy-

Corp., 714 F.2d 1240, 1243 (3d Cir. 1983), cert. dismissed, 104 S. Ct. 690 (1984).
" Wilson, supra note 15, at 397-98.
" Apple Counterattacks The Counterfeiters, Bus. WK., Aug. 16, 1982, at 82.
" Unfair Trade Hearings I, supra note 3, at 161.
'5 Id. See also, supra notes 6-7 and accompanying text.
2" Id. Under 19 C.F.R. 133.41 (1984), the United States Customs Service is authorized to
prohibit the importation of all computers infringing Apple's copyrights in issue. In re Certain Personal Computers, 6 INT'L TRADE REP. Dec. (BNA) at 1143 n.15.
27 Apple Computer, Inc. v. Formula International, Inc., 562 F. Supp. 775 (C.D. Cal. 1983),
aff'd 725 F.2d 521 (9th Cir. 1984); Apple Computer, Inc., 714 F.2d 1240.
28 Wilson, supra note 15, at 412-15.
29 Unfair Trade Hearings I, supra note 3, at 161-62.
'o In
re Certain Coin-Operated Audio-Visual Games and Components Thereof, 214
U.S.P.Q. (BNA) 217 (I.T.C. 1981).
"1The attract mode is a "short sequence of images designed to attract potential players to
the game and to encourage them to play it." In re Audio-Visual Games, 214 U.S.P.Q.
(BNA) at 220.
"2The play mode is entered after a coin is inserted into the game. Id. at 221. The Commission considered the "first few moments of the play mode" to be the time between entering the play mode and turning control of the game over to the player. Id. at 221, 226.
'3Id. at 227.
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PATENT PROTECTION

While the question of whether computer programs are suitable
subjects for patent protection is not clearly decided, 3 despite several Supreme Court decisions on the matter," computer manufacturers routinely obtain patents for their computers' electronic circuitry." Once a patent has been granted,3 8 the patent owner has
the legal right to exclude others from making, using, or selling the
invention in the United States for seventeen years.3
Violation of the patent owner's exclusive rights by another constitutes direct infringement.40 The infringing device need not be a
In re Certain Personal Computers, 6 INT'L TRADE REP. DEC. (BNA) at 1144-54.
MacGrady, Protection of Computer Software - An Update and Practical Synthesis,
20 Hous. L. REV. 1033, 1038 (1983) D. BENDER, COMPUTER LAW: EVIDENCE AND PROCEDURE
4A-13 (1983).
" Diamond v. Diehr, 450 U.S. 175 (1981); Parker v. Flook, 437 U.S. 584 (1978); Gottschalk v. Benson, 409 U.S. 63 (1972). These cases were primarily concerned with whether
computer software is patentable subject matter under 35 U.S.C. § 101 (1982). This article
will not discuss this issue in any detail, as the patents involved in In re Certain Personal
Computers were related to the computer's electronic circuitry and their validity was uncontested. See infra note 134 and accompanying text.
37 Unfair Trade Hearings I, supra note
3, at 160-61.
Only inventions falling within the subject matter categories of 35 U.S.C. § 101 are patentable. 35 U.S.C. § 101 (1982) provides that:
Whoever invents or discovers any new and useful process, machine, manufacture, or composition of matter, or any new and useful improvements thereof, may
obtain a patent thereof, subject to the conditions and requirements of this title.
Id.
Furthermore, once the subject matter is deemed patentable, the invention must also be
"novel" within the meaning of 35 U.S.C. § 102 (1982), and "nonobvious" within the meaning
of 35 U.S.C. § 103 (1982).
-- 35 U.S.C. § 154 (1982).
40 The law regarding patent infringement is set forth in the Patent Act (35 U.S.C. §
271
(1982)) as follows:
(a) Except as otherwise provided in this title, whoever without authority makes,
uses or sells any patented invention, within the United States during the term of
the patent thereof, infringes the patent.
(b) Whoever actively induces infringement of a patent shall be liable as an
infringer.
(c) Whoever sells a component of a patented machine, manufacture, combination or composition, or a material or apparatus for use in practicing a patented
process, constituting a material part of the invention, knowing the same to be
especially made or especially adapted for use in an infringement of such patent,
and not a staple article or commodity of commerce suitable for substantial noninfringing use, shall be liable as a contributory infringer.
Id. 35 U.S.C. § 281 (1982) provides "[A] patentee shall have remedy by civil action for
infringement of his patent." Id.
34

35
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literal copy of the patentee's invention. If the device performs the
same function to obtain substantially the same result in the same
way as the patented invention, it infringes on the patent holder's
rights by virtue of the judicial doctrine of equivalents.4 1
When the patented invention is a combination of individual, old
elements, only the ultimate users of the completed invention are
liable as direct infringers. Generally, one who manufactures, sells,
or uses less than the complete combination would not be a direct
infringer.42 To avoid this inequitable result, the doctrines of induced infringement and contributory infringement were developed
3
by the courts and later codified in the Patent Act.'
Consequently, one who actively aids, abets, urges, encourages, or
knowingly causes actual infringement is liable for induced infringement, even if he does not directly infringe the patent by making,
using or selling the invention."" The patent owner, however, must
prove direct infringement by a third party of all elements of the
claim before inducement of any infringement can be found."6
The seller of a material component of a patented invention who
has knowledge that such component has been specially made or
adapted for use in an infringement of that invention is liable for
contributory infringement. 46 As with induced infringement, direct
infringement must first be shown before contributory infringement
7
can be proved.'

' Even in the absence of literal infringement, if a device uses substantially the same
means to achieve the same result in substantially the same manner as the claimed invention,
then the device infringes the claim. Graver Tank & Mfg. Co. v. Linde Air Prods. Co., 339
U.S. 605, 607 (1950); In re Certain Surveying Devices, 208 U.S.P.Q. (BNA) 36, 44 (I.T.C.
1980).
42

P.

"

See supra note 40 and accompanying text.

ROSENBERG, PATENT LAW FUNDAMENTALS

17-14 (1984).

In re Certain Surveying Devices, 208 U.S.P.Q. (BNA) at 44; Fromberg, Inc. v. Thornhill,
315 F.2d 407, 411-12 (5th Cir. 1963) (asking or inducing another to actually infringe, or
selling a product with advertising or instructions about an infringing use, or intending to
cause the buyer to make, use, or sell a patented invention is inducing infringement); see also
Knoll Int'l, Inc. v. Continental Imports, Inc., 192 U.S.P.Q. (BNA) 644, 646 (E.D. Pa. 1976)
(patent laws of the United States do not have extraterritorial effect, but active inducement
may be found in events outside the United States if they result in direct infringement
within the United States).
" Fromberg, 315 F.2d at 412-13.
4 Id. at 414. Establishing that the component is a stable article suitable for some substantial noninfringing use is a defense. Id. at 414-15.
" Aro Mfg. Co. v. Convertible Top Replacement Co., 377 U.S. 476 (1964).
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COPYRIGHT PROTECTION

In 1980,48 the significance of federal copyright law as a means of
protecting computer software4 9 increased with the enactment of
the Computer Software Protection Act,5 ° which amended the Copyright Act of 1976.51 While under the 1976 Act, the copyrightability of computer software was unclear, 52 courts construing the
Software Act have "firmly established" that computer programs5 3
54
are subject to copyright protection.
The United States federal courts have held that computer programs are "works of authorship"5 5 and that a ROM chip is a "tangible means of expression"5 6 such that an embodied program is
subject to the copyright laws. 7 Further, the courts have held that
a program imprinted on a ROM chip is "fixed" 58 in a tangible
18For the historical development of federal copyright law with regard to computer programs up to 1980, see Note, Software Piracy and the Personal Computer: Is the 1980
Software Copyright Act Effective?, 4 COMPUTER L.J. 171, 176-81 (1983).
' Some advantages of copyright protection for computer software include: (1) low cost of
obtaining and maintaining copyright protection; (2) availability of injunctive relief as a remedy for copyright infringement; (3)Ylight burden on copyright holder of showing unauthorized copying by another. Selinger, Protecting Computer Software in the Business Environment: Patents, Copyrights and Trade Secrets, 3 J.L. & COM. 65, 75-78 (1983). See also
BENDER, supra note 35, 4A.04, for a detailed list of advantages and disadvantages of copyright protection for computer software.
80 Patent and Trademark Act, Pub. L. No. 96-517, 94 Stat. 3015 (1980).
51 Copyrights Act, Pub. L. No. 94-553, 90 Stat. 2451 (1976).
62 See Note, The Current State of Computer Software Protection: A Survey and Bibliography of Copyright, Trade Secret and Patent Alternatives, 8 NOVA L.J. 107, 113 (1983).
At the time of the Copyrights Act revision in 1976, Congress was not prepared to make a
definitive statement with regard to computer software. As a result, 17 U.S.C. § 117 (1976)
was added to the Act, which maintained the current state of copyright law regarding computer programs in existence prior to December 31, 1977. This allowed the revision to pass,
while allowing further study on the issue of computer software protection to be conducted.
Id. at 113.
53 17 U.S.C. § 101 (1982) states, in pertinent part, that "[A] 'computer
program' is a set of
statements or instructions to be used directly or indirectly in a computer in order to bring
about a certain result." Id.
Williams Electronics, Inc. v. Artic Int'l, Inc., 685 F.2d 870, 875 (3d Cir. 1982). ("[Tlhe
copyrightability of computer programs was firmly established after the 1980 amendment to
the Copyright Act").
55 17 U.S.C. § 102(a) (1982) states, in pertinent part, that: "[C]opyright protection subsists. . . in original works of authorship fixed in tangible medium of expression, now known
or later developed, from which they can be perceived, reproduced, or otherwise communicated, either directly or with the aid of a machine or device." Id.
" Id.
7 Tandy Corp. v. Personal Micro Computers, Inc., 524 F.Supp. 171, 173 (N.D. Cal. 1981).
68 17 U.S.C. § 101 (1982). Under 101, a work is "fixed" in a tangible medium of expression
when:
its embodiment in a copy. . . is sufficiently permanent or stable to permit it to
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medium and that the expression of a program in source code5 9 or
object code 0 is a "literary work" 61 and protected from unauthorized copying.62
A computer program must be registered with the Copyright Office before the owner may institute an infringement action.63 A
copyright notice must be affixed to all publicly distributed copies
of the program to inform the public of the copyright claim."4 The
Copyright Office certificate of registration creates a presumption of
the validity of the copyright, which can be rebutted by an alleged
infringer.6 5
Given a validly copyrighted computer program, the owner need
only prove ownership" of the copyright and copying by the alleged
infringer to establish a prima facie case of infringement.6 7 The

be perceived, reproduced, or otherwise communicated for a period of more than
transitory duration. A work consisting of sounds, images, or both, that are being
transmitted, is "fixed" ...
if a fixation of the work is being made simultaneously
with its transmission.
Id.
'9 Source code is a high level programming language, such as BASIC, FORTRAN or
COBOL which is readily understandable by humans. Source code must be translated by an

interpreter or compiler to be understood by a computer. J.

SOMA, COMPUTER TECHNOLOGY

419 (1983).
" Object code is a binary code, consisting of a series of zeros and ones, which is machine
understandable. Note, Copyrighting Object Code: Applying Old Legal Tools to New Technologies, 4 COMPUTER L.J. 421, 423 (1983).
61 17 U.S.C. § 101 (1982). Section 101 provides that: "[l]iterary works are works ...
expressed in words, numbers, or other verbal or numerical symbols ...
regardless of the nature of the material objects, such as books, periodicals, manuscripts, phonorecords, film,
tapes, disks or cards, in which they are embodied." Id.
02 Apple Computer, Inc., 714 F.2d at 1249.
63 17 U.S.C. § 411 (1982).
AND THE LAW

"4 17 U.S.C. § 401(a) (1982). See 17 U.S.C. § 401(b) (1982) for the elements constituting a
proper copyright notice.
05 17 U.S.C. § 410(c) (1982).
00 Factors to be considered when determining ownership are:
(1.) Originality in the author;
(2.) Copyrightability of the subject matter;
(3.) Citizenship status of the author, such as to permit a claim of copyright;
(4.) Compliance with applicable statutory formalities; and
(5.) If the complainant is not the author, a transfer of rights or other relationship
between the author and the complainant so as to constitute the complainant the
valid copyright claimant.
In re Audio-Visual Games, 214 U.S.P.Q. (BNA) at 223-24.
0
Id. at 223. 17 U.S.C. § 501 (1982) states, in pertinent part, that: [a]nyone who violates
any of the exclusive rights of the copyright owner as provded by sections 106 through 118,
or who imports copies or phonorecords into the United States in violation of section 602, is
an infringer of the copyright."
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owner may show copying either by direct evidence" or by circumstantial evidence, the latter consisting of proof of the alleged infringer's access"9 to the computer program and substantial similarity70 between the infringing and original works. 71
Manufacturers of computer software may also use the doctrine
of contributory copyright infringement 72 to prevent importation of
infringing computer programs. While contributory copyright infringement is not statutorily defined in the Copyright Act, the
availablity of this doctrine as a means of protecting copyrighted
works was firmly established in Sony Corp. of America v. Universal City Studios, Inc.7 ' To establish liability for contributory infringement, the copyright owner must show that the alleged infringer provided the means to accomplish the infringing activity as
well as supplied the infringing work itself. 74 A showing that the
infringing work is capable of substantial non-infringing uses is a
75
valid defense to a claim of contributory copyright infringement,
76
as it is to a claim of contributory patent infringement.

" It is rare for the copyright owner to be able to prove direct copying by the defendant.
In re Audio-Visual Games, 214 U.S.P.Q. (BNA) at 225.
'9 To prove access, the complainant must prove that the respondents had a reasonable
opportunity to see the copyrighted work. In re Certain Coin-Operated Audio-Visual Games
and Components Thereof, 216 U.S.P.Q. (BNA) 1106, 1110 (I.T.C. 1982) (In re Audio- Visual
Games (II)).
70 Where the similarities between two works are so striking that the possibility of independent creation is precluded, a court may find that copying occurred without direct proof
of access. To prove striking similarities, the complainant must show that the similarities are
of a kind that can only be explained by copying rather than by coincidence, independent
creation or prior common source. In re Audio-Visual Games (II), 216 U.S.P.Q. (BNA) at
1110; Midway Mfg. Co. v. Dirkschneider, 214 U.S.P.Q. (BNA) 417, 429 (D. Neb. 1981).
" In re Audio-Visual Games, 214 U.S.P.Q. (BNA) at 225-26. Where a complainant establishes a strong prima facie case of copying by proving both access and a convincing number
of similarities there is a great likelihood that copying, whether intentional or unintentional,
has in fact occurred. The burden of going forward with evidence shifts at this point to the
respondent, who must either negate the probability of copying by evidence of independent
creation, or establish authority from or through the complainant for the copying. Once such
a prima facie case of copying has been made, in the absence of countervailing evidence of
independent creation by the respondents or authority from or through the complainant, a
finding that there has been no copying would be clearly erroneous. Id. at 225 (quoting M.
NIMMER, 3 NIMMER ON COPYRIGHT § 12.11[D], 1283-85).
71 "[Olne who, with knowledge of the infringing activity, induces, causes, or materially
contributes to the infringing conduct of another, may be held liable as a 'contributory' infringer." Gershwin Publishing Corp. v. Universal City Studios, Inc., 443 F.2d 1159, 1162 (2d
Cir. 1971).
" Sony Corp. of America v. Universal City Studios, Inc., 104 S. Ct. 774, 785 n.17 (1984).
" Id. at 786.
71 Supra note 46 and accompanying text.
7' Sony Corp., 104 S. Ct. at 789.

1985]

PROTECTION OF COMPUTERS

V.

SECTION

337 PROTECTIONS

Prior to 1974, most of the complaints under section 337 of the
Tariff Act of 19307 were filed by domestic companies seeking remedies for infringement of United States patents by imports manufactured abroad. 71 Since the passage of the Trade Act of 197471 and
the Trade Agreements Act of 1979,80 however, the ITC has considered claims regarding an increasing number of unfair practices
other than patent infringement.8 "
Section 337 can be a particularly useful method for limiting the
number of infringing high technology products that are being imported into the United States.8" Since the jurisdiction of the ITC is
in rem, domestic manufacturers can obtain jurisdiction over foreign respondents' products which are imported rather than over
the foreign persons themselves.83
Remedies available to the ITC are temporary84 or permanent8 5
exclusion orders, which operate against the infringing products
See supra note 12 and accompanying text.
T.B. Marzouk and V.D. Hornstein, High Technology Litigation Before the International Trade Commission: A Respondent's Guide, COMPUTER L. REP. 982 (1984) [hereinafter
cited as High Technology Litigation].
79 Trade Act of 1974, Pub. L. No. 93-618, 88 Stat. 1978 (1975).
80 Trade Agreements Act of 1979, Pub. L. No. 96-39, 93 Stat. 144.
8, See High Technology Litigation, supra note 78, at 982.
82 Id. Section 337 proceedings before the ITC are particularly effective because of their
speed. The Tariff Act requires investigations to be completed within twelve months or eighteen months for "more complicated" investigations. 19 U.S.C. § 1337(b)(1) (1982); 19 C.F.R.
§ 210.15 (1983). Because ITC investigations to date involving the protection of computers
and computer software have been cases of first impression, investigations have lasted longer
than twelve months. In re Certain Personal Computers, 6 Ir'L TRADE REP. Dec. (BNA) at
1140 (the Commission investigation lasted fourteen (14) months); In re Audio-Visual
Games (II), 216 U.S.P.Q. (BNA) at 1106, 1108 (the Commission Investigation lasted thirteen (13) months).
8S In re Certain Steel Rod Treating Apparatus and Components Thereof,
215 U.S.P.Q.
(BNA) 229, 231 (I.T.C. 1981). For further discussion of the jurisdiction of the ITC, see
Perry, The In Rem Jurisdiction of Section 337 Unfair Trade Investigations, 2 INT'L L.
17
78

BULL. 4040-41 (1984).

19 U.S.C. § 1337 (1982) states that:
(e) If, during the course of an investigation under this section, the Commission
determines that there is reason to believe that there is a violation of this section,
it may direct that the articles concerned, imported by any person with respect to
whom there is reason to believe that such person is violating this section, be excluded from entry into the United States ....
Id.
a' 19 U.S.C. § 1337(d) (1982) states that: "if the Commission determines, as a result of an
investigation under this section, that there is a violation of this section, it shall direct that
the articles concerned, imported by any person violating the, provisions of this section, be
excluded from entry into the United States .... " Id.
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themselves, and cease-and-desist orders, 8 which operate only
against owners of the imported infringing products. 7 A temporary
exclusion order under section 337(e) authorizes exclusion of allegedly infringing articles during the pendency of an investigation if
there is "reason to believe" that a violation exists, provided, however, that the goods may be imported under bond.88 The Commission considers four factors in determining whether to grant a temporary exclusion order. These criteria are: (1) whether the
complainant has made a sufficient showing that it is likely to succeed on the merits;8 9 (2) whether the complainant will suffer immediate and substantial harm without relief; 90 (3) whether temporary
relief would substantially harm other parties interested in the proceedings; 91 and (4) whether the granting of temporary relief would
adversely affect the public interest.2 In balancing these four factors, each receives individual analysis before being weighed against
the others.9 3
86 19 U.S.C. § 1337(f)(i) (1982) states that: "in lieu of taking action under subsection (d)
or (e) of this section, the Commission may issue and cause to be served on any person
violating this section, or believed to be violating this section, as the case may be, an order
directing such person to cease and desist from engaging in the unfair methods or acts involved ....
Id.
87 In Sealed Air Corp. v. U.S.I.T.C. and Unipak (H.K.) Ltd. v. U.S.I.T.C., 209 U.S.P.Q.
(BNA) 469, 486 (C.C.P.A. 1981), the court held that:
[T]he purpose of the exclusion remedy was to get away from in personam procedures which United States business found unsatisfactory. Being unable in most
cases to sue a foreign supplier, a United States business faced with infringing
products from abroad was forced to pursue a multiplicity of individual importers,
and if a court enjoined one, another could be found to take his place. Thus, the
exclusion remedy was conceived.

Id.
s In re Audio-Visual Games (II), 216 U.S.P.Q. (BNA) at 1109.
8o Success on the merits need not be demonstrated to a mathematical certainty. Temporary relief may issue where the complainant raises serious questions on the existence of a §
337 violation, and the other three factors favor relief. Id.
90 In Commission practice, "immediacy" means that the anticipated harm must be likely
to occur before the Commission is able to issue permanent relief. "Substantial harm" requires that the injury to the domestic industry be so significant that it would not fully
recover from the harmful effect of the § 337 violation once permanent relief is granted. Id.
91 Failure of the respondents to appear and present evidence or argue that issuance of a
temporary exclusion order would cause them substantial harm has been sufficient to prevent
a Commission finding of harm to the respondents. Id. at 1114.
92 Factors to be considered in assessing the public interest are: (1) the domestic industry's
ability to supply the market in the absence of imports; (2) the availability of substitute
products; (3) previous anticompetitive behavior of the complainant; and (4) the industry's
likely pricing behavior in the absence of imports. In re Certain Coin-Operated Audio-Visual
Games and Components Thereof, 218 U.S.P.Q. (BNA) 924, 937 (I.T.C. 1982) (In re AudioVisual Games (III)).
93 In
re Audio-Visual Games (II), 216 U.S.P.Q. (BNA) at 1109.
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A permanent exclusion order under section 337(d) requires the
Commission to balance the complainant's interest in obtaining
complete protection from all potential foreign infringers through a
single investigation against the inherent potential of a general exclusion for disrupting legitimate trade.9 ' The ITC has the authority to prohibit importation to the United States of all infringing
products, not just those produced by the respondents to the investigation. 5 The complainant seeking a permanent exclusion order
must demonstrate: (1) a widespread parttern of unauthorized use
of its patented 6 invention, 7 and (2) such "business conditions"9 8
as would suggest that foreign manufacturers other than the respondents to the investigation may attempt to enter the United
States market with infringing articles. 9
The ITC may issue a cease-and-desist order under section 337(f)
in lieu of, or in conjunction with,1 00 an exclusion order. 1 01 A cease-

04 In re Certain Airless
Paint Spray Pumps and Components Thereof, 216 U.S.P.Q.
(BNA) 465, 473 (I.T.C. 1981).
In re Audio-Visual Games, 214 U.S.P.Q. (BNA) at 229.
While the Commission initially referred only to patented products, the same analysis
applies to copyright and trademark cases. In re Audio- Visual Games (i1), 218 U.S.P.Q.
(BNA) at 937 n.17.
97 The Commission has indicated three factors that support a finding of a widespread
pattern of unauthorized use:
(1) a Commission determination of unauthorized importation into the United
States of infringing articles by numerous foreign manufacturers;
(2) the pendency of foreign infringement suits based upon foreign patents which
correspond to the domestic patent in issue; and
(3) other evidence which demonstrates a history of unauthorized foreign use of
the patented invention.
In re Audio Visual Games (II), 218 U.S.P.Q. (BNA) at 936; In re Airless Spray Pumps,
216 U.S.P.Q. (BNA) at 473.
" The Commission has indicated the following market factors are evidence of business
conditions suggesting attempted importation of infringing products:
(1) an established demand for the patented producted [sic] in the United States
market and conditions of the world market;
(2) the availability of marketing and distribution networks in the United States
for potential foreign manufacturers;
(3) the cost to foreign entrepreneurs of building a facility capable of producing
the patented article;
(4) the number of foreign manufacturers whose facilities could be retooled to
produce the patented article; or
(5) the cost to foreign manufacturers of retooling their facility to produce the
patented article.
In re Audio-Visual Games (III), 218 U.S.P.Q. (BNA) at 937; In re Airless Spray Pumps,
216 U.S.P.Q. (BNA) at 473.
99 In re Audio-Visual Games (III), 218 U.S.P.Q. (BNA) at 936-37; In re Airless Spray
Pumps, 216 U.S.P.Q. (BNA) at 473.
o0 Permanent exclusion orders and cease-and-desist orders may issue simultaneously
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and-desist order is an in personam remedy, as opposed to exclusion orders, which are in rem.1 02 The cease-and-desist order applies
only against the respondents to the particular investigation. 01° A
cease-and-desist order, generally, is sought where domestic distributors of infringing products have stockpiled inventories during the
pendency of the investigation. 0' A cease-and-desist order, however, leaves the complainant unprotected against other foreign importers of infringing products who are as yet unknown to the
complainant. 05
To obtain relief under section 337, the complainant must prove:
(1) the existence of an unfair method or act in the importation of
foreign products; 06 (2) the existence of an industry producing such
products within the United States; 07 (3) that the effect of the unfair method or act is to destroy or substantially injure that United
States industry; 10 8 (4) that such industry is efficiently and econom-

where each remedy is directed against a different unfair act. In re Certain Molded-In Sandwich Panel Inserts and Methods for Their Installation, 218 U.S.P.Q. (BNA) 832, 842 (I.T.C.
1982).
0 Id. at 842.
re Audio-Visual Games, 214 U.S.P.Q. (BNA) at 229-30.
102 In
103

Id.

Id.; In re Sandwich Panel Inserts, 218 U.S.P.Q. (BNA) at 842.
1O See In re Audio-Visual Games, 214 U.S.P.Q. (BNA) at 229-30.
104

106 See, e.g., In re Certain Personal Computers, 6 INr'L TRADE

REP. DEC.

(BNA) at 1140

(infringement of the complainant's patents and copyrights covering personal computers and
computer software was unfair).
1920, 1923
'07 See, e.g., In re Certain Toy Vehicles, 4 Irr'L TRADE REP. DEC. (BNA)
(I.T.C. 1982) ("[Iln cases involving patents, the domestic industry is comprised of that portion of the business of the patentee, its assignees and licensees devoted to the production
and sale under the claims of the patent"). For more expanded definitions of "domestic industry", see In re Certain Airtight Cast-Iron Stoves, 3 Ir'L TRADE REP. DEC. (BNA) 1158,
1161 (I.T.C. 1980) (domestic industry includes industries that add significant value to imported goods); Expanded, Unsintered Polytetrafluoroethylene in Tape Form, I.T.C. Pub.
No. 769 at 18-19 (1975) (domestic industry extends beyond the actual production in question to include similar products, thereby measuring injury against a broader market).
Required activities in the United States to constitute a domestic industry include: manufacturing, production and/or servicing. These functions may take the form of packaging,
assembly and quality control operations. See, e.g., In re Airless Spray Pumps, 216 U.S.P.Q.
(BNA) at 470; In re Cast-Iron Stoves, 3 INr'L TRADE REP. DEC. (BNA) at 1163.
108 Factors that the Commission has traditionally considered in determining whether injury exists include: (1) loss or potential loss of sales, royalties and/or loss of profits; (2)
decline in production and/or rate of employment; (3) underselling by the respondent; (4)
high and/or increased volume of imports and the ability of the respondents to increase their
market penetration; and (5) the capacity of foreign manufacturers and exporters to increase
the volume of imports to the United States and the number of willing importers. Brunsvold,
Schill and Schwendemann, Injury Standards in Section 337 Investigations, 4 Nw. J. Irr'L
L. & Bus. 75, 85-86 (1982). Where monopoly rights, such as patents or copyrights, are involved, one indicator of injury frequently examined by the ITC is the loss of sales to others,
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ically operated;"0 9 or (5) that the effect of such unfair methods is to
prevent the establishment of a United States industry or to re0
strain or monopolize trade and commerce in the United states."
After a determination that the product violates section 337, the
Commission sets a re-exportation bond1 ' at a level which offsets
any competitive advantage resulting from the unlawful act enjoyed
by parties benefiting from the importation of infringing products." 2 This often means establishing a bond equal to the difference between the complainant's and the respondent's prices." 3
The bond remains in effect throughout a sixty day presidential review period," 4 during which the President, aided by the United
States Trade Representative, may disapprove the ITC's remedy for
policy reasons." 5 After the presidential review period ends or by
prior presidential action, the bond automatically expires and the
Commission's order goes into effect. 1 0 Review of the Commission's
decision is then available in the United States Court of Appeals for
7
the Federal Circuit."
VI.

THE

ITC

INVESTIGATION

In January 1983, Apple filed a section 337 complaint alleging

since the monopoly holder has the exclusive right to exploitation of its property. The Commission considers each sale of an infringing item to be a sale that should have gone to the
complainant, and, once such a sale is made, it is irretrievably lost to the complainant. In re
Audio-Visual Games (II), 216 U.S.P.Q. (BNA) at 1112.
109 See, e.g., In re Certain Centrifugal Trash Pumps, 205 U.S.P.Q.
(BNA) 114, 121-23
(I.T.C. 1979) (evidence supporting a finding of an efficiently and economically operated domestic industry includes: (1) utilization by the complainant of modern, automated production facilities; (2) incentive programs for employees to encourage productivity; (3) increased
sales during the period preceding alleged unfair acts; (4) relatively low debt-to-equity ratio;
and (5) high investment in research and development).
"' See, e.g., In re Certain Welded Stainless Steel Pipe and Tube, 1 INT'L TRADE REP. DEC.
(BNA) 5245, disapproved by President, 43 Fed. Reg. 17,789 (1978) (importations and sales
of welded stainless steel pipes and tube by the respondents at prices below reasonably anticipated marginal costs of production without commercial justification and with resultant tendency to restrain trade and commerce in the sale of such products in the United States
violated § 337).
.. 19 U.S.C. § 1337(g)(3) (1982).
112 19 C.F.R. § 210.14(a)(3); S. REP. No. 1298, 93d Cong., 2d Sess. 198 (1974).
.. See, e.g., In re Airless Spray Pumps, 216 U.S.P.Q. (BNA) at 474.
19 U.S.C. § 1337(g)(2) (1982).
"'
The ITC construes Presidential disapprovals of its determinations as leaving the determination valid but rendering it unenforceable. The Commission may modify the earlier
rejected determination to comport with the remedy, if any, specified in the President's disapproval. See, e.g., In re Panel Inserts, 4 INT'L TRADE REP. DEC. (BNA) at 1823.
"e
19 U.S.C. § 1337(g)(4) (1982).
19 U.S.C. § 1337(c) (1982).
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patent and copyright infringement and misappropriation of trade
dress of Apple's personal computers."' 8 The complaint named
twenty respondents,' 9 which were competing manufacturers and
exporters of microcomputers from Taiwan, Hong Kong, Switzerland, and Singapore that were shipping their products to the
United States under a variety of brand names.12 0 The respondents'
computers were substantially identical to the complainant's. Some
units had infringing copies of the complainant's operating system
and BASIC interpreter programs stored on ROM chips, while
those units that were being shipped without ROM chips
(ROMless) contained identical circuit boards so that infringing
ROM chips could be inserted after their arrival in the United
States.' On December 9, 1983, the administrative law judge hearing the
case issued an initial determination'2 2 finding that the complainant's patents and copyrights were valid, enforceable, had been infringed and that consequently a violation of section 337 existed.2 3
The complainant, the respondents,124 and the Commission's investigative attorney all petitioned for review of the initial determina1 25
tion by the full Commission.
The Commission issued notice on January 20, 1984, that it

"'

In re Certain Personal Computers, 6 INT'L TRADE REP. DEC. (BNA) at 1141-42. On

June 13, 1983, the Commission amended the notice of investigation to substitute "simulation of trade dress, trademark infringement, misappropriation of a property right, or passing
off" for "misappropriation of trade dress." 48 Fed. Reg. 28,563 (1982). The complaint later
abandoned its allegation of simulation of trade dress, trademark infringement, misappropriation of a property right, or passing off at the prehearing conference. Transcript of Evidentiary Hearing Before Administrative Law Judge (Prehearing Conference, Sept. 1, 1983) 7-9
[hereinafter cited as Hearing Transcript].
" In re CertainPersonal Computers, 6 INT'L TRADE REP. DEC. (BNA) at 1142. On July 1,
1983, the notice of investigation was amended to add Syscom 2, Inc., as a respondent. 48
Fed. Reg. 31,308 (1983). On July 29, 1983, the notice of investigation was amended to dismiss A-Tek Enterprises Co., Ltd., Microtronics, Powtek Electronics Co., Ltd., and Fuji
Trading Co. 48 Fed. Reg. 35,527 (1983). The complaint was withdrawn as to Syscom 2, Inc.
Hearing Transcript, supra note 118, at 4.
20

In re Certain Personal Computers, 6

INT'L TRADE

REP.

DEC.

(BNA) at 1146-47.

Id. at 1147-54.
122 Id.
at 1142. The administrative law judge's initial determination was issued pursuant
to 19 C.F.R. § 210.53 (1983).
123 In
re Certain Personal Computers, 6 INT'L TRADE REP. DEC. (BNA) at 1142.
"I Of the respondents, only Collins International Trading Corp. (Collins) and Golden
"'

Formosa Microcomputer Co., Ltd., a/k/a Guan Haur Industrial Co. (Guan Haur) participated in the evidentiary hearing before the administrative law judge.
...19 C.F.R. § 210.54 (1983) governs petitions for review. The Commission may also initiate review on its own motion. 19 C.F.R. § 210.55 (1983).
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would review all issues present in the investigation.'2 e The Commission review was not limited to only those issues raised in the
petitions for review of the initial determination.' 21 A Commission
hearing on the initial determination and relief granted, the public
interest, and bonding was held on February 10, 1984.18
The Commission issued a general exclusion order on March 9,
1984.12'9 The order excluded all personal computers and components directly infringing Apple's patents and copyrights. Computer
kits' 3 ° with motherboards' 3 ' substantially similar to the Apple
motherboards were found to constitute contributory infringement
and to induce infringement of Apple's patents and copyrights.
These computer kits, therefore, were included in the Commission's
order. Finally, ROMless computers and components which could
be shown to be associated with imports of infringing ROMs or
which were intended to receive infringing ROMs in the United
States were excluded from entry.'3 2 Bond was set at two hundred
percent of the entered value of the products involved.'3 s
Apple had entered the investigation from the favorable position
of having previously acquired patents and copyrights for its personal computers and computer programs involved. A statutory presumption of validity of Apple's patents and copyrights consequently was raised. 3 Since neither respondent contested the
126

49 Fed. Reg. 3279 (1984). The Commission's review was conducted pursuant to 19

C.F.R. § 210.54-.56 (1983).
12. In
128

re Certain Personal Computers, 6 INT'L

TRADE REP. DEC. (BNA) at 1142.

Id.

Id. at 1140.
See infra note 155 and accompanying text.
131 A motherboard is defined as a circuit board onto which various processor boards are
plugged. C. SIPPL & R. SIPPL, COMPUTER DICTIONARY & HANDBOOK 337 (1980).
132 In re Certain PersonalComputers, 6 INT'L TRADE REP. DEC. (BNA) at 1155-56.
233 Id.
at 1157.
Patents are presumed valid under 35 U.S.C. § 282 (1982). Section 282 provides in part
that:
A patent shall be presumed valid. Each claim of a patent (whether in independent, dependent, or multiple dependent form) shall be presumed valid independently of the validity of other claims; dependent or multiple dependent claims
shall be presumed valid even though dependent upon an invalid claim. The burden of establishing invalidity of a patent or any claim thereof shall rest on the
party asserting such invalidity.
Id.
Copyrights are presumed valid under 17 U.S.C. § 410(c) (1982). Section 410(c) provides
that:
In any judicial proceedings the certificate of a registration made before or
within five years after first publication of the work shall constitute prima facie
evidence of the validity of the copyright and of the facts stated in the certificate.
139

130
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validity issue, Apple avoided litigating the more difficult issues of
" and copyrightability. 136
subject matter patentability
In developing its case, Apple relied extensively on the testimony
of its expert witness,1 3 7 who had devised and conducted several
tests to determine the amount of similarity between the complainant's and the respondents' computers.1 8 The expert's test results
were undisputed by the respondents and the Commission accepted
the testimony as sufficient to base its findings on the infringement
"
issues.19

VII.

DIRECT PATENT INFRINGEMENT

In establishing direct patent infringement, Apple proved that,
with two exceptions,14 0 the inner circuitry of each of the respondents' computers was substantially identical to the complainant's
patented circuits. The expert testified that he had actually tested
the continuity1 4 1 of each individual computer's circuitry and found
them to be "the same as Apple's color circuits."" 2 He further testified that each of the respondents' computers was capable of producing a color video display identical to that of the complainant's
products.14 3 The Commission found this evidence sufficient to support a finding of direct infringement of both of the complainant's

patents. 144
The Commission found that the Collins Orange + Two computer was imported without the particular computer chip required

The evidentiary weight to be accorded the certificate of a registration made thereafter shall be within the discretion of the court.
Id.
See supra note 38 and accompanying text.
See supra note 55 and accompanying text.
M The complainant's expert, Dr. Paul T. Hulina, was Associate Professor of Electrical
and Computer Engineering at Pennsylvania State University. In re Certain Personal Computers, 6 INT'L TRADE REP.DEC. (BNA) at 1147 n.64. For a detailed discussion of the use of
expert witness testimony in computer related cases, see BENDER, supra note 35, 5.02[2].
18 See infra notes 152-53, 162 and accompanying text.
"5
In re Certain Personal Computers, 6 INT'L TRADE REP. DEC. (BNA) at 1147-54.
14
Collins' Orange + Two Personal computer did not display color graphics. See infra
notes 145-54 and accompanying text. Formula/Leader computer kits were imported unassembled. See infra notes 155-59 and accompanying text.
.. A continuity check is defined as a check made of the information bearer channel or
channels in a connection to verify that an information path exists. SIPPL & SIPPL, supra note
131, at 108.
.. Hearing Transcript, supra note 118, at 771-74, 776-77, 779-80.
"

"5

"'
Id. at 772-75.
"" In re Certain Personal Computers, 6

INT'L TRADE REP. DEC.

(BNA) at 1153.
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to display color video graphics.14 5 Collins asserted that the
"whereby" clauses1 46 on both patents 14 7 required the display of
color graphics, and thus the Orange + Two did not directly infringe.1 48 The Commission, reversing the administrative law judge,
found that "whereby" clauses add no structural limitations to a
patent claim if they express only a necessary result of the structure
already cited in the body of the claim.1 49 The Commission analyzed
the patent claims involved and determined that the language following the "whereby" clauses expressed only a necessary result of
the structure defined by the language preceding the clause. The
"whereby" clauses, therefore, did not preclude a finding of direct
infringement.15 0
Collins also argued that the Orange + Two's black and white
video graphics were a "different result" within the meaning of the
"reverse doctrine of equivalents."' 51 The Commission found, however, that the respondent had made no changes from the underly141 Hearing Transcript, supra note
118, at 825-55. The Orange + Two did generate a
color signal internally; however, due to the missing chip, no color display was shown on the
video monitor. Id.
146 A "whereby" clause is a term of art in patent claim drafting that is used where the
previously recited structure in a claim will necessarily and inherently generate the results
which follow the word "whereby." Ex parte Ashton, 26 U.S.P.Q. (BNA) 334, 335-36 (P.O.
Bd. App. 1935).
" United States Patent No. 4,136,359 contains eight claims, including independent
claims one and five. Claim one relates to a microcomputer for use with a video display with
an improved timing apparatus "whereby the color graphics on a raster scanned cathode ray
tube are sharply defined in the vertical direction." Claim five relates to a microcomputer for
use with a video display with an improved timing apparatus "whereby well-defined color
graphics may be readily stored and displayed on said video display."
United States Patent No. 4,278,972 contains 11 claims, including independent claims one
and eight. Claim one relates to a digitally controlled color signal generation means for use
with a color video display adapted to receive color signals having a color subcarrier reference
signal of frequency N, "whereby a color signal for use with video display is generated."
Claim eight relates to a digitally controlled color signal generation means for use with a
color video display adapted to receive color signals having a color subcarrier reference signal
or frequency N, "whereby a color signal suitable for use with the video display is developed
at an output of said sampling means." In re Certain Personal Computers, 6 INT'L TRADE
REP. DEC. (BNA) at 1143.
"48Respondent's Prehearing Brief for the Commission Hearing 53-57 [hereinafter cited as
Respondent's Prehearing Brief].
149 In
re Certain Personal Computers, 6 INT'L TRADE REP. DEC. (BNA) at 1154.
s0 Id. It was undisputed that if the missing chip was inserted, the "whereby" clauses

would be met and the claims would literally be read on the respondents' computers. Id. at
1154 n.140.
...Respondent's Prehearing Brief, supra note 148 at 53-57. Even if a claim reads literally
on an allegedly infringing device, there is no infringement unless the device does substantially the same work in substantially the same way, and accomplishes substantially the same
result. Decca Ltd. v. United States, 188 U.S.P.Q. (BNA) 167, 172 (Ct. Cl. 1975).
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ing principle of the complainant's computers, as required under
the doctrine;15 s rather, the different result was merely caused by
the missing computer chip that prevented the display of color
graphics. 53 Proof of identical circuitry further supported the Com1 54
mission's finding that there was no change in principle.
VIII.

CONTRIBUTOR/INDUCED PATENT INFRINGEMENT

The administrative law judge initially determined that the respondents' ROMless computers with circuit boards identical to the
complainant's circuit boards contributorily infringed the complaint's patents, while the respondents' computer kits 55 did not. '5 6
The Commission reversed the initial determination as to the computer kits. 5 7 Apple's expert testified that (1) the unstuffed
motherboards were labeled with the names of parts that, if properly installed, would infringe Apple's patented "Microcomputer for
use with Video Display" and (2) the motherboard had no other
substantial non-infringing use.1 58 The Commission accepted this
undisputed testimony as sufficient to base findings of both contrib1 59
utory and induced patent infringement.
IX.

DIRECT COPYRIGHT INFRINGEMENT

With regard to infringement of Apple's copyrights, the Commission broadly defined the scope of the copyrights involved. Despite
the complainant's failure to plead infringement of the Apple II
System Monitor program copyright, upon which the Auto-start
ROM program was based, the Commission found that the uncontested reception of evidence of copying based on the entire Auto15' If an alleged infringer has so far changed the principle of the patented device that the
patentee's claims do not represent his actual invention, he is not liable for infringement.
Westinghouse v. Boyden Power Brake Co., 170 U.S. 537, 568 (1898).
'53 In re Certain PersonalComputers, 6 INT'L TRADE REP. DEC. (BNA) at 1154.
15 Id.
'°' A computer kit can be generally defined as a collection of parts and sockets, and full
instructions, designed for insertion into a developmental version of a circuit. SIPPL & S1PPL,
supra note 131, at 273.
" In re Certain Personal Computers, 6 INT'L TRADE REP. DEC. (BNA) at 1153.
157

Id.

Hearing Transcript, supra note 118, at 719-21.
, In re Certain PersonalComputers, 6 INT'L TRADE REP. DEC. (BNA) at 1153. The Commission found that since the unstuffed circuit boards were sold with labels for inserting
parts that would infringe the complainant's patents and the labelling was clearly intended
to be followed, it would be reasonable to infer that the computer kits were properly assembled by buyers of the kits, thus direct infringement of the complainant's patents could be
implied. Id.
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start ROM program established implied consent by the respondents to the litigation of infringement of the underlying Apple II
System Monitor copyright.1 60
To establish its prima facie case of direct copyright infringement, Apple first introduced into evidence its copyright registration certificate to show ownership. The Commission inferred access
from the lengthy period during which the copyrighted programs
had been commercially available in Apple's computers.1 6 1 Apple's
expert established substantial similarity through a test program he
devised in which he performed a byte-by-byte6 2 comparison of the
contents of Apple's and the respondents' ROM chips. The results
of his examination showed the programs imprinted on the chips to
be virtually identical. The Commission found that, with two exceptions,1 63 all of the respondents' personal computers directly infringed the Autostart ROM and Applesoft copyrights and that the
Guan Haur and Collins (Orange +) computers directly infringed
16
the Apple II System Monitor copyright. 4
X.

CONTRIBUTORY COPYRIGHT INFRINGEMENT

The Commission further found that the respondents' ROMless
computers and computer kits (with motherboards identical to Apple's) contributorily infringed the program copyrights. Apple's expert witness testified that the respondents' motherboards were
identical to Apple's and that the substitution of three large
EPROM16 5 chips for ROM chips was not a significant alteration.

160
'o'

Id. at 1145.
Id. at 1147. The date of publication found in the registration certificates was presumed

to be an accurate indicia of the length of time the copyrighted programs were available to
the public. Id. In In re Audio Visual Games, access was found where the complainant had
displayed a certain video game with copyrighted software at two trade shows and the game
had been on the market for some time prior to the appearance of the respondents' games.
Id., 214 U.S.P.Q. (BNA) at 225.
"ll A byte is a sequence of adjacent binary digits, usually composed of eight bits, operated
upon as a unit and used to encode a single letter, number or symbol. A bit is a binary digit
and is the smallest unit of binary notation; it takes on the value of either 1 or 0. J. SOMA,
COMPUTER TECHNOLOGY AND THE LAW 416 (1983).
l"S The Syscom II computer did not contain the Applesoft program and the Collins Orange + Two did not contain any infringing programs. Hearing Transcript, supra note 118,
at 806-08.
1
In re Certain Personal Computers, 6 INT'L TRADE REP. DEC. (BNA) at 1149.
, EPROM is an acronym for Erasable Programmable Read Only Memory. Stored information in this type of memory can be erased by ultrviolet light beamed into the window of
the chip package, allowing EPROM chips to be reprogrammed repeatedly. SOMA, supra note
162, at 417.
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He also testified that he was unaware of any programs available at
that time other than Apple's which could be imprinted on ROM
chips to make the imported computers useful. 6 ' The Commission
asserted that persons who sell or import ROMless computers or
components with motherboards identical to Apple's have reason to
know 1 7 that activity which results in direct infringement is occurring or will occur. 168
The Commission's investigative attorney argued that the
ROMless computers were suitable for a substantial noninfringing
use. " Apple admittedly was making the copyrighted programs
available to United States consumers on individual disks and program cards. Since purchasing the programs separately did not directly infringe Apple's copyrights, the Commission's investigative
attorney asserted that use of these programs in the respondents'
ROMless computers did not contributorily infringe. The Commission, however, held that the mere availability of the programs did
not provide sufficient use of the program disks in conjunction with
the imported motherboards or ROMless computers to make a fully
17 0
operational computer.
Apple asserted that Collins' Orange + Two 17 1 computers, after
importation to the United States, were being fitted with ROM
chips containing programs that infringed its Autostart ROM program. Apple argued that its reproduction rights' were being directly infringed by copying of the "DeBono ROM" program onto
ROM chips and their insertion into the Orange + Two, and that
its distribution rights 7 3. were being directly infringed by the sale of
the DeBono ROM program as part of the sale of the Orange +
Two computer in the United States. The Commission found the
DeB-ono ROM program infringed the complainant's Autostart
ROM program based on the following evidence:

188

Hearing Transcript, supra note 118, at 634, 643-45, 647.

Knowledge of an infringing activity by a contributory infringer includes reason to have
knowledge. Screen Gems-Columbia Music, Inc. v. Mark-Fi Records, Inc., 256 F. Supp. 399,
404 (S.D.N.Y. 1966).
i In re Certain Personal Computers, 6 INT'L TRADE REP. DEC. (BNA) at 1150.
189 Commission Investigative Attorney Prehearing Brief, 36-47.
170 In re Certain Personal Computers, 6 INT'L TRADE REP. DEC. (BNA) at 1150.
.. See supra notes 145-54 and accompanying text.
172 17 U.S.C. § 106(1) (1982) gives a copyright owner the right to "reproduce the copyrighted work in copies or phonorecords."
173 17 U.S.C. § 106(3) (1982) gives a copyright owner the right to "distribute copies or
phonorecords of the copyrighted work to the public by sale or other transfer of ownership,
or by rental, lease, or lending."
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(1) based on a byte-by-byte comparison, the DeBono ROM program contained about eighteen percent of the Autostart ROM
program;
(2) after shifting locations of instructions was taken into account, the DeBono ROM program contained about twenty-five
percent of Apple's program; and
(3) after retranslating both the DeBono ROM and Autostart
ROM programs into assembly language,17 4 twenty-three of thirtytwo monitor subroutines' 75 for the Autostart ROM program were
76
found in the DeBono ROM program.'
The Commission rejected Collins' independent creation defense,
finding that the individuals who developed the DeBono ROM program for Collins had actually used the Autostart ROM program as
part of the development. Apple's expert also testified that the
twenty-three identical or nearly identical subroutines in the
DeBono ROM program could not have been created
77
independently.'
Collins also asserted that because the DeBono ROM program
was not inserted into the Orange + Two until after importation
into the United States, the Commission lacked subject matter jurisdiction.'7 s The Commission reasoned that the copying of the
DeBono ROM program took place only because of the existence of
Orange + Two computers capable of using the program and thus
was an integral part of the Orange + Two when sold. The Commission found the importation of the Orange + Two to be a "step"
in the direct infringement of Apple's Autostart ROM copyright. 179
XI.

DOMESTIC INDUSTRY

Having proved the existence of unfair acts within the meaning of
section 337, a complainant in a proceeding before the ITC must
M Assembly (or symbolic) language is a programming language
in which operation code
is represented by mnemonics. For example, the operation code for the instruction "add"
might be "A." Each type of computer has its own assembly language so that a program
written in assembly language will only run on the type of computer for which it is written.
BENDER, supra note 35 at §§ 2-126, 2-127.
,7" A subroutine is a set of instructions that stand on their own to perform a particular
service or operation, and which may be "called" into use from several different locations
within a program or group of programs. SOMA, supra note 162, at 419.
17' Hearing Transcript, supra note 118, at 659-61, 878, 1726, 2509. See also In re Certain
Personal Computers, 6 INT'L TRADE REP. DEC. (BNA) at 1151 n.109.
Hearing Transcript, supra note 118, at 673, 2392-96, 2409-10, 2455.
Respondent's Prehearing Brief, supra note 148, at 25-27.
In re Certain Personal Computers, 6 INT'L TRADE REP. DEC. (BNA) at 1152.
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still satisfy the remaining substantive requirements of the Tariff
Act of 1930.'80 The Commission in In re Certain Personal Computers followed established practice in defining the relevant domestic industry in terms of the intellectual property (patents and
copyrights) and particular product (the complete personal computer) involved. 181 The Commission considered the amount of research and development and engineering support services for the
product conducted in the United States, the number of integral
parts of the complainant's computer manufactured in the United
States or purchased from United States suppliers, whether final assembly was completed in the United States, and whether testing
and quality control took place in the United States. 8 2 Eventhough
the complainant imported its ROMs and did not fabricate the
wafers for the ROMs nor imprint the circuit, such did not prevent
a finding of an industry in the United States comprising the portions of Apple's business devoted to Apple II series and Apple III
computers. The Commission concurred with the initial determination of the administrative law judge in finding that the industry
was economically and efficiently operated. 8 3
XII.

INJURY

With respect to injury, the Commission found that numerous respondents were attempting to sell, and were selling infringing computers in the United States at a price much lower than Apple's.
Since the respondents had the capacity to produce up to twentythousand infringing computers per month, the imports would produce large numbers of future lost sales which would have an injurious effect on the economic performance of the domestic
industry. 8 "

XIII.

REMEDY

The Commission concluded that a general exclusion order was
the appropriate remedy, given the large number of infringers. The
order encompassed all personal computers and components that
directly infringed the patents and copyrights involved, all imports
having motherboards substantially similar to Apple's, and all
180See supra notes 106-10 and accompanying text.
181 In
re Certain Personal Computers, 6 INT'L TRADE REP. DEC. (BNA) at 1154.
182 Id.
at 1154-55.
183 Id. at 1155.
184 Id.
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ROMless computers and components shown to be associated with
infringing imported ROMs or intended to receive infringing ROMs
185
in the United States.
XIV.

PUBLIC INTEREST

In response to the Commission's determination to impose a general exclusion order against the respondents' computers, Collins asserted that the order was adverse to the public interest18 6 and thus
should not be allowed. 187 The Commission rejected each of Collins'
arguments, relying primarily on the lack of any demonstrated public need for the respondent's particular computers, the existence of
other available computers at varying prices with equivalent or similar capabilities, and the presence of numerous foreign and domestic competitors of Apple other than Collins that would not be af1 88
fected by the exclusion order.
XV.

BONDING

Bond was set at two-hundred percent of the entered value of the
respondents' computers. The amount, submitted by both Apple
and the Commission investigative attorney, was computed on the
basis of the average retail price of the majority of the involved im89
ported personal computers.
XVI.

PRACTICAL EFFECTIVENESS OF COMMISSION ORDER

While the Commission's exclusion order can be considered a victory for Apple, the ultimate effectiveness of all ITC remedies lies
in the ability of the United States Customs Service to enforce the
remedy granted. 90 With limited resources and personnel,' 9' however, Customs is simply being overwhelmed by the volume of counterfeit products being shipped to the United States. 9 2 Moreover,
the variety and complexity of personal computers and the ingenius
shipping techniques employed by counterfeiters make it nearly impossible for customs officials to detect imitations without a costly,
388

Id. at 1155-56.

'8

See supra note 92 and accompanying text.

187

In re Certain Personal Computers, 6

INT'L TRADE REP. DEC. (BNA) at 1156.

188Id.
'8

Id. at 1157.
19 C.F.R. § 133 (1983) provides for enforcement of Commission orders by the U.S.

Customs Service.
'9' See Comm. Print, supra note 9, at 23-25.
192 Id.
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time-consuming examination of each individual product being
imported.19 3
Beyond the obvious solutions of increasing both agency funds
and the number of personnel with technical expertise. 19' Customs
will require support from manufacturers seeking protection from
infringing imports in enforcing the Commission's orders. In the
Apple investigation, the complainant worked closely with Customs
95
to develop effective methods for detecting foreign look-alikes.
Only through a coordinated effort by Customs and the manufacturers involved will the Commission exclusion orders provide a real
barrier to infringing imports.

XVII.

RECOMMENDED CHANGES FOR

ITC

INVESTIGATIONS

Apple Computer, Inc., along with several other companies and
organizations involved in the computer and video games industries,
has gone before Congress seeking modifications of current procedures employed in ITC investigation.6 The primary grievance was
that while the Tariff Act of 1930 was enacted to provide relief to
United States manufacturers from infringing imports, in practice
the ITC investigations are an impediment to United States patent
and copyright holders' being granted the relief Congress intended
7
them to have.1
1"
On Feb. 2, 1984 and March 7, 1984, the Commission received letters from Customs
regarding the inherent difficulties in enforcing the exclusion order granted by the Commission in view of Customs' limited resources. The letters stated that, at the time of importation, Customs "must attempt to identify ... whether the printed circuitry of a computer of
[sic] component is in violation of an Apple patent . . ." Customs further stated that this
might entail an examination of every computer and component imported regardless of
make, model, and type. Further "difficulties" were noted, but Customs stated that it would
endeavor to enforce the order to the best of its ability. In re Certain Personal Computers, 6

INT'L TRADE

REP.

DEC.

(BNA) at 1156 n.158.

Albert Eisenstat, general counsel of Apple Computer, Inc., recommended to a congressional subcommittee that a special enforcement program needs to be initiated by Customs
to investigate, identify and seize counterfeit computer hardware and software and other
high-tech products. Unfair Trade Hearings I, supra note 3, at 163; see also Comm. Print,
supra note 9, at 10.
11 Apple developed a computer program to help Customs identify unlawful copies of Apple's copyrighted software. When the diskette is inserted into the disk drive of a computer,
it makes a comparison of what is stored in the ROM, PROM, or EPROM with that which is
on the diskette. It can then identify whether or not the ROM's are copies. Unfair Trade
Hearings I, supra note 3, at 220.
" Unfair Trade Hearings I, supra note 3; Unfair Foreign Trade Practices; Hearings
Before the Subcomm. on Oversight and Investigations of the House Comm. on Energy and
Commerce, Part II, 98th Cong., 1st Sess. (1983) [hereinafter cited as Unfair Trade Hearings
II].
'" Unfair Trade Hearings II, supra note 196, at 333 (statement of Richard E. Buck,
"94
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Former ITC complainants asserted that despite the statutory
one year limit on ITC investigations, 198 ITC procedures are still too
lengthy and thus too costly to be of practical benefit to any but the
largest firms.19 9 Furthermore, because the very nature of some
computer software is such that its usefulness is short-lived, the
length of time required for relief to be granted may leave even a
successful complainant with both decreased profits from infringing
imports entering the United States before an exclusion order issues, and, subsequently, a mere paper exclusion order for a computer program which is no longer in demand. 0 0 Various propositions were given to shorten the length of the ITC process. These
can be divided into two groups: (1) modifications of ITC procedure
and (2) amendments to the substantive laws applied by the ITC.
Procedurally, the schedule for review of petitions for a temporary exclusion order should be shortened to sixty days.2 01 Temporary exclusion order relief currently may take as long as nine
months to be granted,10 during which time the infringing imports
continue to enter the United States, to the detriment of the domestic manufacturer. The temporary exclusion order, moreover,
should represent the same type of preliminary remedy as that provided by preliminary injunctions in federal district courts.2 03 This
requires restricting the discovery process to the minimum length
possible to allow the Commission to determine whether a temporary exclusion order should be issued.0 4 Since several weeks may
elapse between the filing of a complaint and the initiation of an
investigation,20 5 a respondent would not suffer from a determination by the Commission without notice.
Former complainants and interested parties also have used
amendments to the Tariff Act of 1930. Creating a conclusive pre-

President, Victor Equipment Co.).
19

See supra note 82 and accompanying text.

Unfair Trade Hearings II, supra note 196, at 114 (testimony of Lawrence Norris, Corporate Counsel, Energy Conversion Devices, Inc.).
200 This problem is readily apparent in the video games field, where only the most successful games, such as Pac-Man, maintain demand for longer than twelve months. Unfair
Trade Hearings II, supra note 196, at 124 (testimony of James Rochford, Chairman,
Amusement Game Manufacturers Association Copyright Infringement Committee).
201

Unfair Trade Hearings II, supra note 196, at 331.

202

Id.

'o'

Id. at 330. See supra notes 88-93 and accompanying text.

20.

Id. at 330. See 19 C.F.R.

202

19 C.F.R. § 210.12 (1983).

§§ 210.30(c), 210.41(e)(1) (1983).
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sumption of injury 206 in cases involving counterfeit goods would reduce the complainant's burden of proof, reduce paperwork and litigation expenses, and shorten the length of ITC investigations.
Eliminating the need to demonstrate that a domestic industry is
"efficiently and economically operated 20 7 or that unfairly traded
goods would prevent establishment of a domestic industry would
further reduce the cost and length of ITC proceedings.2 8 Congressional clarification of the definition of "domestic industry" would
enhance certainty in the Commission's determinations, rather than
subjecting the ITC complainant to application and interpretation
of a statute written over fifty years ago on a case-by-case basis. 0 9
With regard to improving available remedies, there is consensus
among former complainants that penalties for violation of the
Tariff Act of 1930 should be made more severe.2 10 ITC exclusion
orders, which allow infringing goods to be reexported, invite "portshopping" by importers, seeking an entry point that is understaffed or ill-equipped to detect and intercept illegal imports. 211 Section 337 of the Tariff Act of 1930 should, further, be amended to
provide for seizure and forfeiture of illicit merchandise. 212 Destruction of seized goods would prevent both port-shopping and sale of
the same goods in markets of other countries. The seizure and destruction of counterfeits would impose the type of economic injury
on foreign importers of computer look-alikes that could not be ig-

'06 Unfair Trade Hearings II, supra note 196, at 20 (testimony of James L. Bikoff, President, International Anti-Counterfeiting Coalition).
107 Options to Improve the Trade Remedy Laws: Hearings Before the
Subcomm. on

Trade of the House Comm. on Ways and Means, 98th Cong., 1st Sess., 21 (1983) (statement
of Alfred Eckes, Chairman, U.S. International Trade Commission) (in over fifty years of
litigation concerning this phrase, the Commission has never found a complainant not to be
"economically and efficiently operated").
208

Id.

209 Id.

at 22.

210 See Unfair Trade Hearings I, supra note 3, at 66 (statement of Stanford R. Ovshinsky, President, Energy Conversion Devices, Inc.) ("[T]he [Tariff Act] can be changed to
impose stiffer monetary and product exclusion penalties on infringing foreign firms."); see
also id. at 163-64 (statement of Albert Eisenstate, Vice President, Secretary and General
Counsel, Apple Computer, Inc.); Unfair Trade Hearings II, supra note 196, at 20 (testimony
of James L. Bikoff, President, International Anti-Counterfeiting Coalition). See generally
Comm. Print, supra note 9, at 18-19.
"1 Unfair Trade Hearings I, supra note 3, at 163 (statement of Albert Eisenstat, Vice
President, Secretary and General Counsel, Apple Computer, Inc.).
...Id. at 164 (statement of Albert Eisenstat, Vice President, Secretary and General Counsel, Apple Computer, Inc.); Unfair Trade Hearings II, supra note 196, at 20 (testimony of
James L. Bikoff, President, International .Anti-Counterfeiting Coalition); Comm. Print,
supra note 9, at 19.
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nored and thus would provide a more effective deterrent.21
XVIII.

CONCLUSION

In re Certain Personal Computers represents a potentially major step for the United States high technology electronics and
software industry in its struggle to limit unfair methods of competition from foreign importers. ITC investigations, however, are not
yet the best answer to the problem of counterfeit goods. ITC litigation is presently both complex and costly, and successful complainants are practically forced to aid Customs in enforcement of Commission exclusion orders, which further increases costs to the
complainant. Without legislative amendments to the Tariff Act of
1930 and to Customs regulations, the ITC investigation itself may
prove a more effective barrier to United States computer and
software manufacturers than the exclusion orders are to infringing
imports.
Nicholas N. Leach

113 Unfair Trade Hearings I, supra note 3, at 164 (statement of Albert Eisenstat, Vice
President, Secretary and General Counsel, Apple Computer, Inc.).

